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CONFIDENTIAL KINGSTON 2467 
E.O. 11652: GDS 

TAGS: EFIN, JM 

SUBJECT: DEVALUATION 

1 . DURING LUNCHEON OF BOARD OF DIRECTORS OF BANK OF 
JAMAICA TO WHICH EMBOFF INVITED ON MARCH 8, GOVERNOR OF 
BANK HERBERT WALKER COMMENTED TO ONE OF THE DIRECTORS 
THAT FOR "TECHNICAL REASONS" THE JAMAICAN DOLLAR WOULD 
PROBABLY NOT BE DEVALUED FOR SOME WEEKS. GOVERNOR ADDED 
THAT HE WAS COUNSELING AGAINST GOVERNMENT PUTTING OUT 

ANY OFFICIAL DENIAL OF DEVALUATION AS THAT WOULD IMMEDIATELY 
BE INTERPRETED AS SIGN DEVALUATION IMMINENT. 

2. COMMENT: RUMORS WITH RESPECT TO THE IMMINENCE OF A 
DEVALUATION ABOUND. WHILE THE TIMING OF THE DEVALUATION 
IS IN DOUBT, FEW QUESTION THAT ANOTHER DEVALUATION WILL 
COME SOON. THE DAILY GLEANER OF MARCH 9 REPORTS THAT THE 
CENTRAL BANK IS VIRTUALLY WITHOUT FOREIGN EXCHANGE AND 
THAT NO DRAFTS OR LETTERS OF CREDIT IN EXCESS OF $1,000 

ARE BEING AUTHORIZED. WHEN A DEVALUATION DOES COME, 

WE EXPECT THAT IT WILL ENTAIL A GREATER ADJUSTMENT 
IN THE BASIC RATE THAN IN THE SPECIAL RATE, THUS 
NARROWING THE SPREAD. WE UNDERSTAND THAT SUCH ACTION 
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WOULD BE LINE WITH IMF ADVICE. 

HAVERKAMP 
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